
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * * 

I n  t h e  Matter of: 

THE APPLICATION OF L E S L I E  COUNTY ) 
TELEPHONE COMPANY , I N C  . , FOR 
ORDER AUTHORIZING ADJUSTMENT OF ) 

CASE NO. 9430  

RATES AND CHARGES 1 

O R D E R  

Due t o  u n u s u a l  c i r c u m s t a n c e s  a n d  d e l a y s  i n  t h i s  case t h e  

Commission f i n d s  itself i n  n e e d  of a d d i t i o n a l  i n f o r m a t i o n  beyond 

t h e  Order  of P r o c e d u r e  i s s u e d  F e b r u a r y  1 0 ,  1986.  L e s l i e  C o u n t y  

T e l e p h o n e  Company, I n c . ,  ( “Les l i e  C o u n t y ” )  h a s  been n o t i f i e d  o f  

t h i s  need a t  t h e  i n f o r m a l  c o n f e r e n c e  a n d  h e a r i n g  h e l d  March 1 9 ,  

1 9 8 6 ,  a n d  h a s  r a i s e d  no  o b j e c t i o n .  

I T  IS  ORDERED t h a t  L e s l i e  C o u n t y  s h a l l  f i l e  a n  o r i g i n a l  a n d  

e i g h t  copies o f  t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h e  Commisaion,  

w i t h  a c o p y  t o  a l l  p a r t i e s  of record by a t  l eas t  March 3 1 ,  1986.  

Each copy of t h e  data requested s h o u l d  be p l a c e d  i n  a bound volume 

w i t h  e a c h  i t e m  t a b b e d .  Where a number of s h e e t s  a re  r e q u i r e d  for  

a n  i t e m ,  e a c h  e h e e t  s h o u l d  be a p p r o p r i a t e l y  i ndexed ,  f o r  example, 

I t e m  l ( a ) ,  S h e e t  2 of 6 .  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  t o  

c o p i e d  mater ia l  t o  i n s u r e  t h a t  i t  is l e g i b l e .  Leslie C o u n t y  s h a l l  

f u r n i s h  w i t h  e a c h  response t h e  name of t h e  w i t n e s s  who will be 

ava i l ab le  a t  t h e  public h e a r i n g  for r e s p o n d i n g  to  q u e s t i o n 6  

c o n c e r n i n g  each area of i n f o r m a t i o n  r a q u e e t e d .  Where lnformatlon 
requested h e r e i n  has b e e n  p r o v i d e d  a l o n g  w i t h  t h e  



original application, in the format requested herein, reference 

may be made to the specific location of said information i n  

responding to this information request. If neither the requested 

information nor a motion for an extension of time is filed by the 

stated date, t h e  case may be dismissed. 

1. The following questions pertain to right-of-way 

expense: 

a. Please reference your response to Item 2 4 ( c )  of the 

Commission's February 6, 1986, Data Request. You 

state "see response to Item 24(a) as to why 1961 

was not included in the average calculation." Your 

response to Item 24(a) does not state why 1981 was 

not included, but merely restates the, obvious In 

that you havo ueed a 3.667 year average,  from 1982 

through the end of the test year. Again, why was 

1981 not included in the right-of-way average, 

especially in view of the fact that it was 

considered appropriate to include 1981 data in the 

maintenance average? 

b. What was the amount of 1981 right-of-way expense? 

c. Please reference your response to the Attorney 

General's ("AG's") Supplementary Data Requeet, 

Items 27 and 28, wherein you indicate that it is 

Leslie County's policy to expense all right-of-way 

costs. Justify why Leslie County should be allowed 

to deviate from the requirements imposed by the 

Uniform System of Accounts, which requires that 
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Initial right-of-way coete  be recorded in 

appropriate plant accounts? 

2. Provide the number of years between Leslie County's 

last and present construction project? 

3. During the time period between construction projects 

did Leslie County clear any of its right-of-way, if so provide a 

list of those expenditures by year. 

4. When does Leslie County plan to clear the right-of-way 

in the future. (Provide documentation for any estimate.) 

5. Provide a monthly breakdown of a i l  maintenance expenses 

into sub-accounts for 1984 and 1985. T h e s e  sub-accounts should 

include 602.1- 602.8, 603, 604, 605, 606, 610, 611, and 612. 

6. Identify the account used to record right-of-way 

expenses. 

7. Leslie County's 1983 and 1984 annual reports indicate 

that central office repa irs  (Accts .  604, 605 and 606) increased 

from $207,411 to $315,286, which is a 52% increase. A review of 

previous annual reports indicate that the average increase of t h e  

sum of these three accounts since 1976 was about 14%. The 

expensing of atation equipment h a s  obviously caused increases in 

Account 605. Provide an analysis to explain any other unusual 

circumstances which might  have occurred to cause increases in 

these accounts . Your explanation is expected to reasonably 

account for most of the increase. 1s it possible t h a t  some of 

this expense Is aaeociated w i t h  new construction and a s  euch would 

be recorded in plant accounts? 
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8. According to annual reports, outaide plant expenses 

(Account 602) increased by 153% i n  1982 o v e r  1981 and by 100% in 

1983 over 1982 (this increase was 406% over 1981). 

a. Provide a complete explanation for these increases. 

b. A r e  any 1985 expenses associated with removal of 

outside plant included in Account 602 or any other 

maintenance expense account? 

c. If the r e s p o n s e  to 5 ( b )  was yes, please identify 

these amounts and accounts. A r e  you aware that the 

negative net salvage values from the 1985 Average 

D e p r e c i a t i o n  Schedule prohibits expensing removals? 

d. If the r e s p o n s e  to S ( b )  was nor please describe 

what measures are taken t o  insure that  p lant  

removals are not expensed. If plant removals are 

done by an outside contractor in conjunction with 

new construction, please describe the method used 

to insure that removal costs are not reflected in 

plant-in-service accounts. 

9. In Item No. 24(b) of the second Commission Order, 

Leslie County identified $59,960 of the $191,046 increase which 

occurred to maintenance expenae batwoen 1983 and the teat period. 

Please  identify the remaining difference. 

10. Should the $59,960, which has been Identified as 

construction e x p e n d i t u r e s ,  be capitalized and ,  if so, what time 

period should they be capitalized o v e r  . (Provide supporting 

documentation.) 
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11. In review of Leslie County's maintenance expense ,  it 

appears expense of station connections was excluded, please 

explain. 

12. With reference to the preceding question, provide the 

normal level of station connections which Leslie County expects to 

occur after the test period w i t h  supporting documentation. 

13. Schedule 27 of Mr. Swanson's testimony is a 5-year 

average of maintenance expenses incurred during construction. How 

does an average of a b n o r m a l l y  high expenditures incurred during a 

construction project equate to normalized expenditures that will 

occur after the construction is complete. Please be specific. 

14. The following are in reference to L e s l i e  County's 

capitalization policy: 

a.  Identify your general p o l i c y  i n  capitalizing itema. 

b. Does Leslie County have a dollar l i m i t  when 

considering capitalization versus expensing an 

item? 

15. In the attached letter dated January 7, 1985, Leslie 

County elected to depreciate carrier equipment by the radio  and 

microwave rate of 5.3 percent. However, in response to Item No. 

12 of the second Commission Order dated February 6, 1986, Leslie 

County now reiterates that account 221.1 is step-by-step equipment 

and that it has elected to u5e the stup-by-step rate of 9.1 

percent. The following are in regard to this election. 

a. Explain why both account 221 and 221.2 would be 

classified as step-by-step equipmentr 
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b. 

C .  

d. 

If account 221 and 221.1 are both considered to be 

step-by-step equipment in which account is carrier 

equipment included? 

Has Leslie County requested prior Commission 

approval before changing its depreciation rates. 

Provide a breakdown of the equipment contained in 

account 221.2. 

16. Provide an explanation of why Leslie County proposed to 

increase depreciation expense by the utility plant reclassified at 

August 31, 1985, b u t  did not include a like adjustment to 

accumulated depreciation. 

17. A f t e r  reviewing Item No. 7 of the second Commission 

Order it has come to the Commission's attention that the greatest 

amount of plant retirements occur during the last month of the 

test period. Explain why t h i s  occurs. 

18. Leslie County provided a schedule of the ITC actually 

used and amortized by year since 1980 in response to Item No. 12 

of the A G ' s  first information request. After reviewing thie, 

schedule the Commission has realized t h a t  Leslie County has 

utilized an amortization period of 5 years rather than the life of 

t h e  plant. Provide d recalculation of t h e  ITC amortization 

utilizing the l i f e  of the plant. 

19. In the responses to both the AG and the Commission, 

Leslie County has stated that ITC which  would be earned on plant 

reclassified as of August 31, 1986, has not been calculated at 

this time. Provide a calculation of expected ITC. 
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I 20. What effect does Leslie County foresee from changing 

the amortization period of ITC from 5 years to the life of the 

plant. 

21. In Administrative Case No. 269 (The Sale and 

Detariff ing of Embedded Customer Premises Equipment) Order dated 

September 10, 1985, the Commission Instructed the companies 

wishing to detariff their embedded CPE as of January 1, 1986, t o  

file their intent within 60 days from the date of the Order. In 

regard to Leslie County's intent to detariff as of January 1, 

1986, provide the following: 

a. The j o u r n a l  entries which L e s l i e  County made 

January 1, 1986 to detariff embedded CPE. 

b. Identify a l l  expenses and revenues associated with 

embedded CPE and the allocation methodology which 

Leslie County proposes to utilize. 

c. Provide t h e  necessary pro forma adjustments to 

recognize t h i s  change. 

22. In response to Item No. 4 of the Commission response, 

Leslie County provided a monthly breakdown of test period toll 

revenues. Provide a monthly breakdown of InterLATA revenues into 

Interstate InterLATA revenues and I n t r a s t a t e  InterLATA revenues 

with a detailed explanation of amounts included in t h e  other f o u r  

co lumns.  

23. The following are in reference to test period right- 

of-clearing expense and Clear Path  Co., I n c . ,  ("Clear  Path")r 

a. When was Clear Path incorporated or formed? 
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b. Does Clear P a t h  perform work for c o m p a n i e s  o t h e r  

t h a n  L e s l i e  Coun ty?  If 8 0 ,  p r o v i d e  a l lst  of t h o s e  

c o m p a n i e s ,  t h e  d u t i e s  p e r f o r m e d  and  p r ice  charged. 

C. E x p l a i n  h o w  t h e  o u t s i d e  c o n t r a c t  pr ices  p r o v i d e d  I n  

r e s p o n s e  to t h e  AG’s  I t e m  No. 71 of t h e  f i r s t  

i n f o r m a t i o n  r e q u e s t  c o m p a r e s  t o  t h e  pr ice  t h a t  

Clear P a t h  c h a r g e s  when c o n s i d e r i n g  t h e  d i f f e r i n g  

v a r i a b l e s  t h a t  m i g h t  e f f e c t  t h e  price of t h e  

c o n t r a c t .  (Example:  s i z e  of p r o j e c t ,  t h e  t e r r a i n  

of project area,  e t c . )  

d. Please list t h e  p e r c e n t a g e  o w n e r s h i p  i n  Clear  P a t h  

by M r .  M a t t i n g l y ,  Ms. Stewart and Ms. L e w i s .  

e. F o r  each i n v o i c e  of C l e a r  Pa th  for t h e  years 1 9 8 2  

t h r o u g h  1985 list t h e  s p e c i f i c  areas  w h i c h  were 

c l e a r e d  by r e f e r e n c e  t o  a map of t h e  Company’s 

s e r v i c e  territory s h o w i n g  t h e  s p e c i f i c  l i n e s  

i n v o l v e d .  

24 .  P l e a s e  s t a t e  t h e  amount  of t i m e  Mr. M a t t i n g l y ,  Ms. 

Stewart a n d  Ms. L e w i s  d e v o t e  to  t h e  o p e r a t i o n s  of C l e a r  P a t h  a n d  

w h e t h e r  or n o t  t h i s  t i m e  is d e v o t e d  o u t s i d e  o f  t h e  n o r m a l  o f f i c e  

h o u r s  of L e s l i e  County  T e l e p h o n e .  

2 5 .  P l e a s e  s t a t e  t h e  amount  of t i m e  Mr. H a t t i n g l y  devotes 

t o  t h e  Hyden I n e u r a n c e  Agency.  Is t h i s  t i m e  o u t s i d e  o f  t h e  n o r m a l  

off ice h o u r s  of Leslie Coun ty  T e l e p h o n e 2  S p e c i f i c a l l y  s ta te  

w h e t h e r  Mr. M a t t i n g l y  receives a n y  f o r m  of c o m p e n s a t i o n  f r o m  t h e  

Hyden I n s u r a n c e  Agency w h i c h  would  r e l a t e  to  L e s l i e  C o u n t y ’ s  

i n s u r a n c e  pol ic ies .  
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26. In certain instances where the utility has provided 

adequate support the Commission has allowed a 2-year  amortization 

of rate case expense. Provide further documentation which Leslie 

County has t h a t  was not provided in earlier responses to support 

its proposed 2-year amortization of rate case expense. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  24th day of March, 1986. 

PUBLIC SERVICE COMMISSION 

FQ* For the Commission 

ATTEST: 

Secretary 



LESLIE COUNTY TELEPHONE 60.. INC. 

c. 0. mx t4w MYOW. KENTUCKY 

Dear Wr. Skagga: I 

3 Jan 85 

Hr. F o t O 8 t  H. Skaggm, Secre ta ry  
Publ ic  Serv ice  Commission 
730 Schenkel Lane 
P. 0 .  Baa 615 
Frankfort .  Kentucky 40602 

RECEIVED 
JAN 11 19% 

Pursuant t o  your let ter dated November 16, 1984 regarding 
Average Depreciation Schedule f o r  1984. t h i s  U t i l i t y  accept8 t h e  i 
proposed schedule which has  been approved by t h e  C o d e s i o n .  .. 

We r e a l i z e  t h a t  t hese  rates w i l l  remain i n  e f f e c t  for a t  least 
th ree  years  which w i l l  t ake  e f f e c t  Jsnuary 1. 1985 and end ae of 
December 31, 1987. This  u t i l i t y  w i l l  uea t h e  maltimum rate 88 
spec i f ied  i n  t h e  1984 schedule. FCC Aoount No. 211, Cent ra l  Of f i ce  
Equipment, v l l l  be subdivided i n t o  th ree  accounts because w e  have 
t h r e e  types of cen t r e1  o f f i c c e ,  s t e p  by s t e p ,  c rosrber  and digit.1. 
Carrier equipment w i l l  be depreciated by t h e  rad io  and microwave 
rate. 

The remaining FCC Accounts vi11 fol low t h e  Average Depreciat ion 
Schedule. 

I ta lked  v i t h  Kr. Wayne Bates about this f i l i n g  a f t e r  31 D e c .  04 
and he has no problems with t h i s  because t h i s  is t h e  f i r s t  month of 
the new year when the deprec ia t ion  will go i n t o  e f f e c t .  I request  
t h a t  you concur v i t h  h i s  opinion because n e e d l e s s  to say 1984 hae 
no t  been one of our better years. 

If you have any quest ions o r  d e s i r e  add i t iona l  informetion, 
please contac t  me. 

Thank you i n  advance for your cooperation. I 
Sincerely,  1 

Donald Xoark 
Assistant Manager 


